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1FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL
Two proposals relating to the submission of Reports of Condition and Income (Call
Reports) have been approved by the Council (see the 8/23/88 Fed. Reg., pp. 32104- 
05). The proposals relate to the Call Reports of FDIC-insured commercial banks 
and FDIC-insured state-chartered savings banks. As approved by the Council, the 
term "submission date" in the Call Report instructions is now defined as the date 
by which a bank's completed Call Report must be received by the banking agencies 
or their collection agent if the report is submitted electronically. The Council 
also approved requiring those banks with more than one foreign office (other than 
a shell branch or an international banking facility) that use any of the 
additional 15 calendar days allowed for the completion of their reports to submit 
their Call Reports electronically via the electronic data transmission system that 
was implemented with the 3/31/88 Call Report. The implementation of the term 
"submission date" will become effective with the 9/30/88 Call Report. The 
mandatory use of the electronic transmission system by banks using any of the 
additional 15 calendar days for report submission will be implemented as of the 
6/30/89 report date. For further information after reading the notice, contact 
Robert F. Storch at the FDIC at 202/898-6905.
GENERAL ACCOUNTING OFFICE
Final copies of the 1988 Revision of Government Auditing Standards, the GAO "Yellow
Book." are available. Advance copies of the Yellow Book were released in late May 
(see the 5/30/88 Wash. Rpt.). The 1988 revision supersedes the 1981 revision and 
becomes effective for audits starting 1/1/89, although early application of the 
standards is permissible. The publication is for sale from the Government 
Printing Office at a cost of $3.50 by writing the Superintendent of Documents, 
U.S. Government Printing Office, Washington, D.C. 20401 and requesting stock 
number 020-000-00243-3.
The IRS achieved some but not all of the expected benefits of electronic filing during
the 1988 filing season, according to a GAO report recently released. The report 
summarizes the IRS' efforts in tax year 1988 to: 1) complete testing of the 
software used in processing electronic returns; 2) assist preparers in resolving 
difficulties encountered in transmitting returns; and 3) enhance the computer 
system used by IRS to receive electronic returns from the tax preparers. The IRS 
is currently working to resolve three key issues that will affect the development 
and nationwide implementation of the electronic filing program, the report states. 
According to the GAO these issues are: 1) how to increase participation by 
professional tax preparers; 2) whether to install equipment and software to 
operate electronic filing in all or just some of the service centers; and 3) how 
to address certain technical and legal issues. Copies of the report, GAO/IMTEC- 
88-40, may be obtained by writing the GAO at P.0. Box 6015, Gaithersburg MD 20877, 
or by calling the GAO at 202/275-6241.
TREASURY, DEPARTMENT OF
Sponsors of new or amended employee benefit plans may submit applications beginning
9/12/88 for determination and notification letters on plans that reflect the pre- 
1989 requirements of the Tax Reform Act of 1986, the IRS announced recently. The 
Service said Revenue Procedure 88-42 will provide a list of qualification changes
2and detailed instructions on how plan sponsors may request these determination 
letters. Plan sponsors may continue to apply for determination letters that do 
not reflect the new pre-1989 requirements, according to the IRS. Revenue 
Procedure 88-42 is scheduled to be published in Internal Revenue Bulletin 1988-35, 
dated 8/29/88.
Reporting exemptions for casinos with gross annual gaming revenues over $1 million are
being rescinded, according to a notice issued by the Treasury Department, (see the 
8/24/88 Fed. Reg.. p. 32221). All existing exemptions for casinos are being 
withdrawn because banks must report to the IRS all cash transactions involving 
more than $10,000 with non-bank financial institutions, the Treasury Department 
said. In addition, Treasury is rescinding all special exemptions granted for all 
casinos regardless of their size. According to the notice, banks must remove all 
casinos from their exemption lists and begin reporting transactions in excess of 
$10,000 on IRS Form 4789, Currency Transaction Report, no later than 9/30/88. The 
notice is effective 9/30/88. For further information after reading the notice, 
contact John Zoscak at the Treasury Department at 202/566-2914 or Amelia A. Gomez 
at 202/566-8022.
A requirement that employers notify certain employees that they may be eligible for
the refundable earned income credit is the subject of final regulations (see the 
8/24/88 Fed. Reg. . pp. 32219-20). Section 111(e) of the Tax Reform Act of 1986 
directed the Treasury Secretary to require employers to notify any employee who 
has not had any tax withheld from wages that the employee may be eligible for a 
refund because of the earned income credit. On 6/11/87, the Federal Register 
published temporary regulations that specified the procedure by which employers 
are to notify their employees (see the 6/15/87 Wash. Rpt.). The final rules 
require the employers to send Notice 797 (You May Be Eligible for a Refund on Your 
Federal Income Tax Return Because of the Earned Income Credit (EIC)), or a written 
statement that contains a reproduction of the exact wording contained in Notice 
797, to each employee with respect to whom the employer paid wages during the 
calendar year and who did not have any income tax withheld by the employer during 
the calendar year. However, no statement need be furnished to an employee who 
claimed exemption from withholding pursuant to section 3402(n) for the calendar 
year, the IRS said. The final regulations apply to wages paid after 12/31/86, for 
services performed after 12/31/86. An employer must notify an employee of the 
eligibility for the credit within a week before or after the employee receives a 
timely W-2 Form or by February 7, if the employer does not have to furnish a W-2 
to the employee, according to the IRS. However, a special rule in the regulations 
requires employers to send Notice 797 on or before 10/24/88 to employees who: 
were not furnished a W-2 for 1987; were furnished W-2s for 1987 on or before 
6/11/87; and should have received a W-2 for 1988, but who were not furnished with 
the form. For further information after reading the final regulations, contact 
Joel S. Rutstein at the IRS at 202/566-3297.
Guidance on transition rules for qualified business units (QBUs) that elect the U.S.
dollar as their functional currency was issued by the IRS recently in Notice 88- 
101. This notice provides rules for controlled foreign corporations, 
noncontrolled foreign corporations, and net worth branches of U.S. persons to make 
the calculations necessary to apply the dollar approximate separate transactions 
method of accounting as described in temporary Treasury regulations section 1.985-
33T. The QBU must determine: 1) the dollar and hyperinflationery currency basis 
of its assets and amount of liabilities that were acquired or incurred in taxable 
years beginning before 1/1/87; and 2) determine its retained earnings at the end 
of the QBU’s last taxable year beginning before 1/1/87. Notice 88-101 is 
scheduled to be published in Internal Revenue Bulletin 1988-36, dated 9/6/88. For 
further information after reading the notice, contact David Rosenberg at the IRS 
at 202/634-5406.
Guidance for determining the discounted unpaid losses of property and casualty
insurance companies under section 846 of the Internal Revenue Code of 1986 is
provided in Notice 88-100 issued by the IRS. The IRS said the purpose of the 
notice is to "provide guidance with respect to the positions that forthcoming 
regulations will take concerning several issues regarding the application of 
section 846." The "fresh start" transition rule for certain companies is 
explained, as well as the circumstances under which the forthcoming regulations 
will permit reserve strengthening to be offset by reserve weakening. The IRS said 
taxpayers may elect under section 864(e) to use their own historical loss 
experience in applying the general loss discounting rules, but if a taxpayer does 
so it must use its own historical loss experience for all eligible lines of 
business. Regarding negative discount factors, the IRS said, "a reserve discount 
factor for a particular accident year of a line of business may be zero or 
negative if a taxpayer uses its own experience to calculate discount factors under 
section 846 for the 1987 taxable year. In such a situation, any zero or negative 
discount factor shall be replaced by a positive discount factor." Guidance was 
also provided concerning losses for accident years not separately reported on the 
annual statement. The notice said that regulations "will provide that taxpayers 
cannot use information not appearing on their annual statement to allocate 
aggregated unpaid losses among several accident years. Rather, taxpayers must use 
a composite discount factor for such aggregated unpaid losses." Guidance on 
losses for which no payment pattern exists is also provided. Notice 88-100 is 
scheduled to appear in Internal Revenue Bulletin 1988-36, dated 9/6/88. For 
further information after reading the notice, contact William L. Blagg at the IRS 
at 202/566-3238.
Qualified joint and survivor annuities required to be provided under certain
retirement plans under section 401(a)(11) of the Internal Revenue Code prior to
its amendment by the Retirement Equity Act of 1984 (REA 1984) are the subject of 
final regulations recently issued by the IRS (see the 8/22/88 Fed. Reg., pp. 
31837-56). Qualified joint and survivor and qualified preretirement survivor 
annuity requirements and the notice, election and consent rules enacted by REA 
1984 and relating to the effective dates, transitional rules, restrictions on 
distributions from employee plans, and other issues arising under REA 1984 are 
also provided in the final regulations, the IRS stated. According to the IRS, the 
regulations will generally affect sponsors of, and participants in, pension, 
profit-sharing and stock bonus plans, and provide plan sponsors with guidance to 
comply with the law. The regulations are effective 8/22/88. The pre-REA 1984 
regulations are applicable for plan years beginning after 12/31/84. The REA 1984 
regulations are generally applicable for plan years beginning after 12/31/84 
unless otherwise specified. For further information after reading the final 
regulations, contact William D. Gibbs at the IRS at 202/377-9372.
4TREASURY, DEPARTMENT OF
Transition rules for qualified business units (QBUs) who used a profit and loss method
of accounting prior to the enactment of the Tax Reform Act of 1986 and do not
elect or are not required to use the U.S. dollar approximate separate transactions
method for taxable years beginning after 12/31/86 are the subject of temporary and 
proposed regulations issued by the IRS (see the 8/25/88 Fed. Reg., pp. 32384-87 
and 32405-06). The temporary regulation is intended to provide immediate guidance 
for such taxpayers who must use the statutory profit and loss method of accounting 
for taxable years beginning after 12/31/86, according to the IRS. The temporary 
regulations provide rules for determining the exchange gain or loss on a 
remittance in excess of post-86 earnings (i.e., on a remittance of pre-87 earnings 
or any capital contributions regardless of when made (the pool of EQ)), 
establishing a dollar basis for the EQ, and allocating the dollar basis to a 
remittance of EQ, the IRS said. They also clarify how a profit and loss branch 
calculates the functional currency adjusted basis of the assets and the functional 
currency amount of its liabilities, according to the IRS. Written comments and 
requests for a public hearing must be delivered or mailed by 10/24/88 and sent to 
Commissioner of Internal Revenue, Attention: CC:LR:T (INTL-393-88), Washington,
D.C. 20224. For further information after reading the temporary and proposed 
regulations, contact David Rosenberg at the IRS at 202/634-5406.
Guidance relating to the definition of the weighted average exchange under Internal
Revenue Code section 989(b) was issued by the IRS recently, in Notice 88-102. 
According to the notice, the term "weighted average exchange rate" for purposes of 
section 989(b)(3) and (4) means the simple average of the daily exchange rates. 
For example, in a 365 day tax year the weighted average exchange rate is computed 
by adding the 365 daily exchange rates and dividing by 365, the notice states. 
Notice 88-102 is scheduled to be published in Internal Revenue Bulletin 1988-36, 
dated 9/6/88. For further information after reading this notice, contact David 
Rosenberg at the IRS at 202/634-5406.
SPECIAL: SENATE JUDICIARY COMMITTEE REPORT ON RICO LEGISLATION AVAILABLE
The Senate Judiciary Committee report on S. 1523, legislation to amend the civil
provisions of RICO, is now available. The report, Senate Report 100-459, states, 
"S. 1523 represents a fresh declaration of congressional policy with respect to 
RICO. The committee proposes to amend RICO to preserve and improve it as an 
effective tool in the fight against organized criminal conduct and white-collar 
crime prohibited by the statute, while reforming it to eliminate its past and 
possible future misuse in ordinary civil disputes." The small investor provision 
of S. 1523 was removed from the bill by the Judiciary Committee, prior to the 
committee approving the measure (see the 5/30/88 Wash. Rpt.). Copies of Senate 
Report 100-459 are available free of charge by writing to the Senate Document 
Room, B-04 Hart Building, Washington, D.C. 20510.
SPECIAL: AICPA NATIONAL BANKING CONFERENCE SCHEDULED FOR NOVEMBER
The AICPA's Thirteenth Annual Banking Conference will be held 11/9-10/88 at the Grand
Hyatt Washington Hotel in Washington, D.C. The program is designed to make the 
participant aware of emerging developments in accounting and auditing and the 
impact of competition and supervisory agency regulations on banking operations, as
5well as to recognize and cope with specialized transactions and developments 
applicable to the banking industry. Highlights of the program include: an update 
on legislative developments in the 100th Congress, particularly the repeal of the 
Glass Steagall Act; current SEC reporting issues; implementing the new FASB 
standards on income taxes and cash flows; bank fraud and early warning risk 
evaluation, asset/liability management for community banks; and an update on 
current tax issues affecting banks. Thomas S. Johnson, president of Chemical 
Banking Corporation, will be the keynote speaker. Other speakers include Rep. Tom 
McMillen (D-MD), who serves on the House Committee on Banking, Finance and Urban 
Affairs, as well as representatives of FASB, the SEC, the banking regulatory 
agencies, executives from the banking industry and CPAs with extensive experience 
in the banking field. Topics for the general and concurrent sessions are as 
follows: Current Developments in Accounting and Auditing; Accounting for Income 
Taxes; Cash Flows; Bank Fraud and Early Warning Risk Evaluation; Investment 
Banking; Loan Loss Evaluation/Use of Real Estate Appraisal Guide; Auditing 
Developments; Securitization; Financial Instruments; Asset/Liability Management 
for Community Banks; Third-Party Information Reporting; Foreign Loan Matters; and 
a Regulatory Update. A questions and answers period will be included in each 
session and participants are encouraged to bring questions concerning particular 
problems to the sessions. Recommended CPE credit is 16 hours. For further 
information contact the AICPA Meetings Department at 212/575-6451.
For further information contact Shirley Twillman at 202/737-6600.
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